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John Stanhope
Chief Financial Officer

These presentations include certain forward-tooking statements that dre subject te various
risks and uvncertointies. Actual results, performance or achievements could be significantly
different from those expressed in, or implied by, these forward- losking statements, Such
forward-looking statemnents are not guarantees of future perfermance and involve known
and unknowt risks, uncertdinties and other factors, many of which are beyond the controt
of Telstra, which moy couse actuat results to differ materialtly froni those expressed in the
staterments contaired in these presentations. For example, the factors that are likely to
affect the results of Telstra include general economic conditions In Australia; exchange
rates; competition in the morkets In which Telstra will operate; the inherent regulatory risks
irt the busiresses of Teleirg; the substontial technological changes taking place in the
telecommunications industry; and the continuing growth in the data, internet, mobile and
other telecormmunications markets where Telstra will operate. A number of these factors are
described in Telstre’s Annual Report and Ferm 20-F.

Alt forward-looking figures in this presentation are unavdited and based ont AGAAP. Certain
figures maoy be subject to rounding differences. Al market share information in this
presentation is based on management estirnotes based on internally avaoilable Information
uniess otherwize Indicated.




% Revenue mix shifting to currently % We have too many of
lower margin products everything
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$7,608m

% Redundancy
<% Salary increases
< Controlled entities

I Network payments
“¥Pay TV bundling
b Handset subsidies

¥ Service contracts
< Prior period currency gain

$1,732m $1,810m 2 ADSL build
236G jVispectrum

1iH 0% 1H 06

Labour +9.1%

troeescky & Services Purchosed +%.6%

Other operating experises  +8.4%

Pepreciation and Amortisation +4.5% |
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Capex:

¥ 3G JV payment to Hutchison $312m
4 International transmission
Cashflow:

¥ Lower earnings, lower investment
spend







Focus on integrated services

fnvest to take out complexity and cost

Implement market based management to know
the customer like never before

Win in mobiles and breadband - targeting 55% retail broadband
market share by FY08

frivestin new services and applications
to differentiate ourselves

Accelerate opportunities at Sensis

Target investment to where we can create value and limit
investment that lacks shareholder safeguards
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Differentiation ot impacts on
Telstra Telstra
4 Leverage off our position as the P Growth
onty full service provider in the 4 mproved Sales
?’narket to create truly ' % Improved ARPU
integrated customer solutions . .
) ] «% Customer Satisfaction
ol Szmgie, gasgwtomuse, one click & Reduced Churn
applications .
s o ¥ Costto Serve
“  Intuitive functionality and B Eficiencies of d
navigation | fciencies of spen
«  Commen interfaces “ Profitability
% Improved customer
«»  Personalisation lifetime vatue
«#  Shared application services
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Our current network and IT infrastructure:

<% Has significant duplication, complexity and under investment
% s not eguipped to deliver integrated applications & services

< |5 not cost effective

We have implemented a One Factory model:
= Principle #1: Do it once

= Principle #2: Do it 'right’ for the customer

“ Principle 43: Do i in an integrated way
= Principle #4: Do it at low unit cost
Outcomes:

% This witl lead to a more streamtined, leaner structure with less
complexity resutting in reduced headcount and costs
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Major
Milestores:

=# Brogdband Access
PG AR & ST T RSAM)

S FMPLS Core

=# Mewt Gen Ethermet

= Multi Service Bdge

=# ATM-Lore Exit

=#5ofl Switches

w# (lgss 5 &
Closs 4

1T {0S5/BSS)

=# 3G wireless

¥ Build Complete
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1000 workferce reduction since June 30 {incl
contractors}

< Cost reduction programs commenced

< 1HO06 Capex saving of $§300m identified and redirected
to transformational projects

< Over 400 low value projects stopped
< Unsatisfied ADSL orders reduced by 48% since August

< 22,000 customer interviews completed, with 7 needs
based segments identified
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Vendors signed:
=k Ericsson - 3G 850 network to over 5,000 sites

=<k Cisco-IP core
< Tellabs - Multi-Service Edge/SDN replacement
< Alcatel — IP DSLAMS and softswitches

IT transformation:

< Detailed scoping for all 26 Operational Support Systems
(0SS) domains complete

< Siebel Business Support Systems (BSS) licensing
agreement signed

Complexity Reduction:
< Almost 200 platform exits identified
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uLL
& {ssue - structure and level of pricing
& Our position - $30 averaged undertaking lodged

"B Next steps - ACCC report to Government by end of March on price structore. ACCC
assessment of price level undertaking expected shortly after

Safe guard
»# {ssue - lack of regulatory certainty on new investments

"% Qur position - FTTN on hold as we seek new investments to be regulcted like all
other industries

& Next steps - discussions with Government continuing
Operational Separation
& {gsue - Draft plan is available for public consultation

»# Our position- ensure application of the principles do not impede our ability to
fairly compete in the market

i Next steps - report to Minister by end of March, Minister response due end of June
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Revernue growth 2.0% to 2.5% p.a. {FY10 vs. FY0S)

< New product revenue < 20-30% of new revenue growth

<& Cost % FY10 will be the same level as of Jan 1™ 2006**
& EBITDA {($} < 3-5% p.a. growth through FY10

< EBITDA rmargin ¥ B0%-52% by FY10

4 Workforce <% Down 6,000 - 8,000 over 3 years

< Down 10,000 - 12,000 over 5 ears

=B CAPEX = Falisto 12% of revenve in 2010 after
$2.58 - $3,5B bubbie in FYD6-FY08

4 Free cash flow < $6B-%7Bby 2010
i Dividend “# Intend to pay 28 cps to FYog™
*Subject to g reasonable regulotory outcome
*Annualised
eSybiect to normat Boord considgerationg Page 22
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